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SUBJECT: NEGOTIATIONS FOR OIL REFINERY CONCESSION BY COAXTULRD 
STATE GAS CORPORATION 

1 . DEPUTY FINANCE MINISTER PADMORE TOLD CHARGE ON DECEMBER 2 1 
THAT NEGOTIATIONS BETWEEN GOLIAND COASTAL STATES GAS CORPORATION 
OF HOUSTON, TEXAS, FOR CONCESSION AGREEMENT COVERING MANAGEMENT 
AND OPERATION OF THE LRC (LIBERIA REFINING COMPANY) OIL REFINERY 
HAVE HIT SOME SNAGS. ONE OF THE ISSUES IS THE REQUEST BY COASTAL 
STATES FOR A GUARANTEED RETURN ON GROSS INVESTMENT OF 25 PERCENT. 
GROSS INVESTMENT WOULD INCLUDE EQUITY CAPITAL. WORKING CAPITAL 
AND BORROWED CAPITAL. BASED ON THIS RETURN. PROJECTION OF OIL 
REFINERY COMPANY'S FINANCES BY FINANCE MINISTRY INDICATES A 
TREMENDOUS CASH FLOW AND BUILD-UP OF CASH RESERVES. FINANCE 
MINISTRY IS CONCERNED ABOUT THE CONSEQUENCES OF SUCH A DEVELOPMENT 
ON INTERNAL PETROLEUM PRICES AND CONSEQUENT FUEL COST INCREASES 
FOR MAJOR CONCESSIONNAIRAS, LIBZRIA ELECTRICITY CORPORATION, 

AND POSSIBLE NEW INVESTORS. 

2. PADMORE ALSO QUESTIONED THE VERY LIBERAL DEPRECIATION 
ALLOWANCE REQUESTED BY COASTAL STATES. HE MENTIONED THAT WITH 
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A GUARANTEED RETURN ON INVESTMENT OF 25 PERCENT THAT THE RE- 
QUESTED DEPRECIATION ALLOWANCE MAY BE TOO HIGH. HE ALSO FELT 
UNEASY THAT WITH THE ROREGOING FINANCIAL BENEFITS THE COMPANY 
MAY NOT BE CONCERNED WITH IMPROVING EFFICIENCY OF REFINERY 
OPERATIONS. 

3. COASTAL STATES HAS ALSO ASKED THAT THE PRESENT OIL REFINERY 
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BE THE ONLY ONE AUTHORIZED IN LIBERIA. PADMORE INDICATED THAT 
GOL WAS RELUCTANT TO ACCEPT SUCH A PRIVISION SINCE IT WOULD RULE 
OUT ANY EXPORT REFINERY, A PROJECT IN WHICH GOL HAS HAD SOME 
INTEREST. GOL ALSO FEELS THAT ANY COMPANY THAT MIGHT DISCOVER 
COMMERCIAL QUANTITIES OF OIL IN LIBERIA (A HOPE THAT NEVER 
DIES) SHOULD NOT BE DENIED RIGHT TO BUILD A REFINERY TO PROCESS 
THE CRUDE. 

4. PADMORE THOUGHT THAT THERE IS ROOM FORICOMPROMISE ON THESE 
OUTSTANDING ISSUES. HE HAS CONTACTEDIFIRECTLY MR. OSCAR WYATT, 
BOARD CHAIRMAN OF COASTAL STATES, IN AN EFFORT TO KEEP 
NEGOLIATIONS ALIVE. 

HORAN 
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